Analysis and Findings
Liquidity means the ability of a firm to meet its current or short-term obligation when it becomes due. Customers, Lenders and Suppliers are most interested in current liquidity, but also focus on overall pre-tax profitability and net worth of the company which result of future liquidity.
Liquidity is obviously of crucial importance to the financial stability of a firm. Due to the Mismanagement, the firm's liquidity position shows unable to pay its debt and the result in corporate bankruptcy. On the other hand, large volume of liquid assets strengthen the firm liquidity position, reduce risk ness, but also reduce the overall profitability. The liquidity management is determined firm's ability to survive in the business world.
Working capital management is the bundle of Gross working capital and Net working capital. Gross working capital refers to the firm's investment in current assets. Current assets are those assets which can be converted into cash within an accounting year.
Net working capital refers to the difference between current assets and current liabilities. Current liabilities are those liabilities which are to be paid within an accounting year. Net working capital can be positive or negative. When current assets exceed current liabilities, the balance is considered as positive net working capital. A negative net working capital occurs when current liabilities are in excess of current assets. The negative working capital means a negative liquidity which proves to be harmful for the firm's reputation.
The working capital should be just adequate to the needs of the business firm. The efficient liquidity management expert can easily avoid two danger points of investment in current assets. Excessive investment in current assets should be avoided because it reduces the operating efficiency and profitability of the firm. On the other hand, inadequate amount of working capital can make threaten to solvency of the firm because it focuses inability to meet current obligation of the firm. It is noted that working capital management is absolutely a qualitative aspect. That's why, the management is responsible for taking an initiative action in order to protect a risk-return trade off. To examine the liquidity position of DBH, the following aspects have been made : Interpretation has been made based on Table -1 and Table - 2. All the relevant ratios are calculated in Table No-2 to test the liquidity position of DBH.
Current Ratio -current ratio establishes the relationship between current assets and current liabilities. Standard of current ratio is 2:1. Average, Standard deviation, Co-efficient of variation of current ratio is respectively 1.35, 0.68, and 0.50. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the current ratios of DBH in the different years. The result shows that t value is 4.413 which is significant at 0.012 levels. This represents that there is significant difference between the current ratios of DBH in different years. Finally we can comment that the current ratio is not satisfactory during the study period. Quick Ratio -Quick ratio establishes the relationship between quick or liquid assets and current liabilities. Normally Standard of quick ratio is 1:1. Average , Standard deviation, Co-efficient of variation of quick ratio is respectively 0.86, 0.49, and 0.57. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the quick ratios of DBH in the different years. The result shows that t value is 3.853 which is significant at 0.018 levels. This represents that there is significant difference between the quick ratios of DBH in different years. Finally we can comment that the quick ratio is not satisfactory during the study period.
Super Quick Ratio -Super Quick ratio establishes the relationship between cash + marketable securities and current liabilities. This ratio indicates that the firm is able to make payment quickly. It is a more rigorous and penetrating test of liquidity position of a firm. Average , Standard deviation, Co-efficient of variation of super quick ratio is respectively 0.14, 0.10, and 0.71. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the super quick ratios of DBH in the different years. The result shows that t value is 3.033 which is significant at 0.039 levels. This represents that there is significant difference between the super quick ratios of DBH in different years. Finally we can comment that the super quick ratio is not satisfactory during the study period.
Cash Ratio -cash ratio indicates the relationship between cash and current liabilities. It measures the firm's instant or at a time payment capacity. It ensures the positive cash balance of a firm. Average Standard deviation, Co-efficient of variation of cash ratio is respectively 0.08, 0.04, and 0.50. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the cash ratios of DBH in the different years. The result shows that t value is 3.412 which is significant at 0.027 levels. This represents that there is significant difference between the cash ratios of DBH in different years. Finally we can comment that the cash balance is positive in all the years during the study period.
Net Working Capital -net working capital is the difference between current assets and current liabilities. Average , Standard deviation, Co-efficient of variation of net working capital is respectively 1016.18, 1577.27 and 1.38. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the net working capital of DBH in the different years. The result shows that t value is 1.441 which is significant at 0.223 levels. This represents that there is no significant difference between the net working capital of DBH in different years. Finally we can comment that the net working capital of DBH is not satisfactory during the study period. It is visible that the treasury department of DBH is not able to determine optimum risk-return trade off. 
Liquidity and Profitability Analysis: A case study of Delta Brac Housing Finance Corporation
Profitability-Profitability is the profit earning capacity of a firm. A firm should earn profit to survive in the business world. Profit is the difference between revenues and expenses over a period of time. It can be measured in terms of calculating profit related ratios. Profitability ratios are calculated to measure the operating efficiency of the firm. Profitability measurement is an important guide to proper and effective management of a firm. All the stakeholders are interested in profitability of a firm. Creditors want to get interest and repayment of principal regularly. Owners want to get a required rate of return on their investment. All interested parties are satisfied only when the firm earns required profit. That's why profitability analysis is a powerful tool to measure the managerial efficiency of a firm. It is noted that the profit is the ultimate output of a number of policies and decisions which measures the managerial effectiveness and indicates the destination of a firm. To examine the profitability of DBH, the following aspects have been made : Interpretation has been made based on Table -1,3 and Table - 4. All the relevant ratios are calculated in Table  No-4 to test the profitability of DBH.
Net Interest Income Ratio -Net interest income ratio represents the relationship between net interest income and interest income from actual operation. Average, Standard deviation, Co-efficient of variation of net interest income ratio is respectively 0.30, 0.019 and 0.06. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the net interest income ratios of DBH in the different years. The result shows that t value is 35.107 which is significant at 0.000 levels. This represents that there is significant difference between the net interest income ratios of DBH in different years. We observe that the net interest income ratio of DBH is positive all the years during the study period. Finally we can comment that the net interest income ratio of DBH is satisfactory during the study period.
Operating Expense Ratio -Operating expense ratio is a yardstick of operating efficiency. Operating expense ratio represents the relationship between operating expense and interest income from actual operation. Average, Standard deviation, Co-efficient of variation of operating expense ratio is respectively 0.08, 0.020 and 0.25. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the operating expense ratios of DBH in the different years. The result shows that t value is 9.274 which is significant at 0.001 levels. This represents that there is significant difference between the operating expense ratios of DBH in different years. We observe that the operating expense ratio of DBH is maintained minimum level which delivered positive operating profit and net profit all the years during the study period. Finally we can comment that the operating expense ratio of DBH is satisfactory during the study period.
NOPAT (Net Operating profit After Tax) Ratio -NOPAT ratio measures the actual operating performance of a firm. NOPAT ratio represents the relationship between operating profit after tax and interest income from actual operation. Average, Standard deviation, Co-efficient of variation of NOPAT ratio is respectively 0.16, 0.034 and 0.21. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the NOPAT ratios of DBH in the different years. The result shows that t value is 10.675 which is significant at 0.000 levels. This represents that there is significant difference between the NOPAT ratios of DBH in different years. We observe that the NOPAT ratio of DBH is presented positive balance all the years during the study period. Finally we can comment that the NOPAT ratio of DBH is satisfactory during the study period.
Net Profit Ratio -Net profit ratio represents the relationship between profit after tax and interest income from actual operation. Average, Standard deviation, Co-efficient of variation of net profit ratio is respectively 0.13, 0.027 and 0.20. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the net profit ratios of DBH in the different years. The result shows that t value is 10.637which is significant at 0.000 levels. This represents that there is significant difference between the net profit ratios of DBH in different years. We observe that the net profit ratio of DBH is positive all the years during the study period. Finally we can comment that the net profit ratio of DBH is satisfactory during the study period.
Return on Total Assets -Return on total assets ratio represents the relationship between profit before tax and interest and total assets. This ratio is used to analyze the ability of the firm's management to know how far as possible to operate total assets for the purpose of generating profit . Average, Standard deviation, Co-efficient of variation of return on total assets ratio is respectively 0.11, 0.007 and 0.06. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the return on total assets ratios of DBH in the different years. The result shows that t value is 34.785which is significant at 0.000 levels. This represents that there is significant difference between the return on total assets ratios of DBH in different years. We observe that the return on total assets ratio of DBH is carried on positive percentage (maximum 12% and minimum 10%) all the years during the study period. Finally we can comment that the return on total assets ratio of DBH is satisfactory during the study period.
Return on Capital Employed -Return on capital employed ratio represents the relationship between profit before tax and interest and capital employed. This ratio is the most crucial profitability ratio which is used to determine return on total capital of a firm. Average, Standard deviation, Co-efficient of variation of return on capital employed ratio is respectively 0.14, 0.019 and 0.13. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the return on capital employed ratios of DBH in the different years. The result shows that t value is 16.507which is significant at 0.000 levels. This represents that there is significant difference between the return on capital employed ratios of DBH in different years. We observe that the return on capital employed ratio of DBH is carried on positive percentage ( maximum-17% and minimum 12%) all the years during the study period. Finally we can comment that the return on capital employed ratio of DBH is satisfactory during the study period.
Return on Equity -Return on equity ratio represents the relationship between net profit after tax and shareholders equity. A return on shareholders equity is calculated to see the profitability of owner's investment. Average, Standard deviation, Co-efficient of variation of return on equity ratio is respectively 0.22, 0.037 and 0.16. To be conducted one sample t-test using SPSS with a view to finding whether there is no significant difference between the return on equity ratios of DBH in the different years. The result shows that t value is 13.412which is significant at 0.000 levels. This represents that there is significant difference between the return on equity ratios of DBH in different years. We observe that the return on equity ratio of DBH is carried on positive percentage ( maximum-28% and minimum 18%) all the years during the study period. Finally we can comment that the return on equity ratio of DBH is satisfactory during the study period. Suggestions to be given in the form of conclusion:
We can conclude that the liquidity management of DBH could not introduce an efficient management practices in the handling of net working capital management. The net working capital indicates the overall liquidity position of the firm. During the study period, net working capital of DBH shows positive balance in three years and negative balance in two years. The current ratio and the quick ratio are not covered the conventional standard to maintain the optimum level of liquidity. The scenario of profitability is very good looking during the study period. The return on capital employed and the return on equity obtain required rate of return which is maximized stakeholders interest. The net operating profit after tax shows required percentage all the years during the study period which refers to tight control in operating expenses. The study reveals that there are problems in the liquidity management. The Treasury Department of DBH should be given emphasis in the field of working capital management in order to maintain a level of liquidity which is ensured a risk-return trade off (optimum liquidity and maximum profit).
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